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Summary 



Since the invasion of Iraq in 2003, the average price of fuels purchased for military 
operations in Iraq has steadily increased. The disparity between the higher price of fuel 
supplied to the United States Central Command compared to Iraq’ s civilian population 
has been a point of contention. Several factors contribute to the disparity, including the 
different types of fuel used by the military compared to Iraqi civilians, the Iraqi 
government’s price subsidies, and the level pricing that the DOD’s Defense Logistics 
Agency charges for military customers around the world. The Iraqi government has 
been pressured to reduce its fuel subsidy and black market fuel prices remain higher than 
the official subsidized price. 



Background 

The Defense Energy Support Center (DESC), the primary agency responsible for 
procuring DOD’s ground and air transportation fuels, buys bulk energy commodities and 
“resells” the fuel to various military customers — with a price markup to cover its cost 
of operation (e.g. storage, transportation, and maintenance). 1 In order to deliver fuel as 
cost effectively as possible, the DESC will often provide its overseas customers with 
energy purchased from regional suppliers. However, the DESC generally charges all of 
its customers worldwide a uniform price. For example, a military unit in Iraq pays the 
same price for jet fuel (JP-8) as a military unit stationed in most other parts of the world. 2 
Fuels purchased by the DESC include jet, diesel, motor and aviation gasoline. The DESC 
also arranges contracts for direct purchase of fuels at commercial airports and contracts 



1 DESC falls under the overall command of the Defense Logistics Agency. 

2 For a complete listing of prices the DESC charges customers for fuel worldwide, see 
[http://www.desc.dla.mil/DCM/Files/FY2008StandardPrices_07012008.pdf]. Fast visited July 
8, 2008. 
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for supplying military posts, camps, and stations. The DESC’s largest annual fuel 
procurement is JP-8 and JP-5 jet fuel, followed by diesel fuel. 3 In FY2007, JP-8 
represented -50% of total DOD petroleum product purchases. Though JP-8 is used 
primarily by Air Force and Army aircraft, it is also used in Army tactical vehicles, for 
example in the Abrams Ml Al/Ml A2 Main Battle Tank. It also serves as a substitute for 
diesel fuel in other tactical vehicles. Motor gasoline is typically used by light non-tactical 
vehicles operated at post, camps, and stations. In Iraq, the breakdown of petroleum used 
by DOD in FY2007 was 81.5% jet fuel, 15.8% diesel, and 2.6% gasoline. 4 

In FY2007, the DOD’s average cost for fuel ranged from $2.00 a gallon for diesel 
to $2.05 for JP-8 (Table 1 and Figure 1). In comparison, commercial jet fuel (Jet A-l) 
averaged $2.17 per gallon and refiner crude oil $ 1 .62 per gallon. As represented in Table 
1 and Figure 1, refiner crude oil is the average annual cost that a U.S. refiner would pay 
for a gallon of crude. 5 



Table 1. Petroleum Product Costs FY1997-FY2007 





Total 

Products 

$/gal 


JP-8 

$/gal 


JP-5 

$/gal 


Diesel 


Jet A-l 

$/gal 


Refiner Crude Oil 
Cost 


$/gal 


$/barrel 


FY97 


0.68 


0.67 


0.65 


0.63 


0.61 


0.45 


19.04 


FY98 


0.51 


0.50 


0.49 


0.48 


0.45 


0.30 


12.52 


FY99 


0.50 


0.49 


0.50 


0.47 


0.54 


0.42 


17.51 


FY00 


0.82 


0.85 


0.82 


0.74 


0.90 


0.67 


28.26 


FY01 


0.90 


0.89 


0.88 


0.85 


0.78 


0.55 


22.95 


FY02 


0.73 


0.70 


0.69 


0.68 


0.72 


0.57 


24.10 


FY03 


0.91 


0.88 


0.87 


0.85 


0.87 


0.68 


28.53 


FY04 


1.11 


1.09 


1.07 


1.04 


1.21 


0.88 


36.98 


FY05 


1.61 


1.66 


1.60 


1.57 


1.74 


1.20 


50.24 


FY06 


2.02 


2.06 


2.05 


1.96 


2.00 


1.43 


60.24 


FY07 


2.01 


2.05 


2.00 


2.00 


2.17 


1.62 


67.93 



Sources: Defense Energy Support Service, Fact Book (2000-2007). Energy Information Administration — 
Petroleum Navigator , Refiner Acquisition Cost of Crude Oil, and Refiner Petroleum Product Prices by Sale 
Type. 



3 JP stands for jet petroleum. 

4 Numbers do not sum to 100% due to rounding. Data provided to CRS by the Defense Logistics 
Agency. 

5 Crude oil costs are typically reported in terms of $/barrel, but for the purpose of this analysis, 
the cost is graphed in terms of $/gallon (1 barrel = 42 gallons). 




